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ATLAS ELEKTRONIK UK LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 30 SEPTEMBER 2020

The directors present the strategic report of ATLAS ELEKTRONIK UK Limited (the “company ) for the year
ended 30 September 2020. .

Results and dlwden_ds

The profrt for the year, after taxation, amounted to £6,954k (2019: £5 ,770k) and the net assets at 30
September 2020 were £49,113k (2019: £42,159k). No final dividend was declared in the year (2019 -£nil) and
the dlrectors do not recommend payment of a dividend in.respect of the year.

2020 saw a continued significant growth in revenue, a large proportlon of which was from export related
business and was secured in previous years. This was coupled with a record year for order intake at over
£90m and has laid a positive foundation for 2021, The company's performance in recent years reflects its
solid product portfolio. Combined with its on-going research and development activities, continuous
innovation into product design, development and integration, as well as its growing service and support
provision, means that the company is well established to continue its pathway of growth into the future. .

People are at the heart of the company’s success and are highly valued by the business with the company .
investing in a further increase of 11% headcount on average this year. Whilst growing, the company has also
managed to maintain its underlying profitability and achieve improvement through performance on export
sales. This is contributed through the significant investments made in the business over the last few years
and the various process improvement initiatives which the directors have undertaken. These are aimed at
improving efficiency and ensuring that we can still deliver excellent quality research and products whilst

e contmurng to offer value for money for our customers and return for our Shareholders

The company now has multiple facilities which contribute widely to the offerings of the business and aid.in
securing long-term opportunities, including its. Horizon state of the art flexible production facility and its
acoustic testing tanks. We.continue to invest in our system tools and processes, reviewing the ways in which
we work to ensure that we drive efficiency and value in to everything we do. In addition to the significant
investment to secure our future over recent years the board has also financed considerable upgrades to our
facility to support the growth in people and to enhance communications, the working environment and
wellbeing. An extension is néaring completion to increase the capacity and capability of our Horizon facility
and further upgrades are planned to our stores facilities in the coming years to accommodate future growth.”

With a strong order book and the business oontlnulng to bid for a large volume of opportunltles the board is
optimistic for the coming 12 months..

Strategy

The company’s overriding objective is to continue to grow by working together with our customers worldwide
to develop innovative solutions and to solve maritime issues. Our approach to achieving this objective is to
maintain its UK Ministry of Defence (MOD) research and advice market share whilst exploiting its technology
development into the supply and long-term service of products and system solutlons to the defence maritime
markets, both domestlcally and mternatronally

-The graph below shiows the trend of order intake growth and proportlon of export orders since 2016. Record
orders of over £90m were achieved in the year, securing the backlog for the next two years delivery. Intake
was predominantly from the UK in 2020 with foundations being laid for further export opportunities alongside
UK work in the coming years. The overall order intake growth trend supports the contmued revenue growth
trend in to the future, A
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ATLAS ELEKTRONIK UK LIMITED
STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED-30 SAEPTEMBER 2020
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The graph below reflects the revenue trend for the last 5 years financial statements. With 2017 being a 9
month period it is difficult to draw a direct comparison however a growth trend is prominent across the period
and reflects the performance of the business. Also evident is the growth in export revenue as a result of the
high export orders in 2017-2019. With a number of larger UK. contracts coming through in 2019 and 2020, we
expect the revenue to now trend more towards UK for the next year or so.
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-ATLAS ELEKTRONIK UK LIMITED
STRATEGIC REPORT (CONTINUED) -
FOR THE YEAR ENDED 30 SEPTEMBER 2020

The company's research develops technologies for new and improved capabilities and cost-effectlve
solutions for a wide range of naval applications including:

~ Ship, submarine and autonomous underwater vehrcle sonars -
Underwater sensing and processing
Underwater weapons and countermeasures
Unmanned naval systems ’
Mine countermeasures -
Open architectures and future command system architectures
Underwater signatures, signature management and detectlon
Underwater communications and networks. .

The company regards integrated logistic support as a key factor in the lifecycle of its customers’ programmes
and is dedicated to ensuring that it provides top level support to all its systems and products in service. The
company has a long track record in providing support to the UK MOD and wider customer base, including:
‘help desk’ functions, obsélescence management, Iong-term continuing logistic support, life extension
programmes technology refresh activities, spare and repair 'provision and in-field engineering back-up.

It is the board's aim to grow the company's market share in the provrsmn of equipment solutions and products
for both the UK and international export markets.

Principal risks and uncertainties

The company, like all businesses, faces risks and uncertainties and there are a humber of risks that could
impact the company's short and long-term performance. The company places great importance on internal
control and risk management and has a robust risk management process in place, which is designed to
identify, manage and mitigate business risk. _

The principal risks and .uncertainties that the company is exposed to are described below:

- Market competition — The defence market is highly competitive. The company places great importance on
the capabilities of its staff and their track record for delivering innovative solutions to complex customer
requirements. The company's expertise and capabilities provide a compelling proposrtron for customers,
which is a significant advantage in competmve brddrng . :

Dependence on government spending levels — A reduction in UK government defence spending could
adversely impact the company. In November 2020 the UK government announced an additional £16.5bn
increase in defence spending over four years over and above their manifesto commitment of 0.5% above

_inflation every year. This is alongside the already committed Trident programme which sees the manufacture
of four replacement submarines aimed for completion in 2028. The company has made a conscious effort to

. balance its portfolio.of products, considering different geographical markets (UK and export) and different
product offerings in the lifecycle from research through to support to ensure that we can maximize the
potential from the budgets (all existing capabilities require support).  This ultimately leads to lower risk and is
more sustainable. -Due to COVID-19 there is a risk that spending levels may reduce however the company
feels it is well placed to endure this due to its set-up and currently the government has commltted more not
less spending. :

Marntammg key resources — The company values its peoples’ skllls knowledge and experience. The
company’s customers have access to the largest concentration of underwater warfare expertrse in the UK’
with experience across a wide range of technical research and equipment supply projects.” Retention of a
skilled workforce is essential and the company recognises that the best way to do this is to invest in its people
by encouraging training, rewarding high achievements and maintaining close relationships between

- management and workforce. The company recogmses that communication is fundamental in maintaining an
exceptlonal workmg environment.

Volatility in foreign exchange rlsks The company is exposed to volatility in foreign exchange risks, however
all non-minor foreign exchange transactions are hedged to reduce the impact.
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ATLAS ELEKTRONIK UK LIMITED -
STRATEGIC REPORT (CONTINUED) .
- FOR THE YEAR ENDED 30 SEPTEMBER 2020

Export contro/s '

Elements of the.company’s 'sales are. denved from the export of its products. The export of these products
may be subject to licensing and export controls. No assurance can be given that these will not become more
restrictive or that political factors or changing international circumstances will not result in the company being
unable to obtaln the necessary export Itcenses

The company foIIows strict guidelines and pohcres to ensure adherence to these regulatlons and. where
appropriate will insure against financial nsks assocnated with non-issuance or revocation of a previously
granted export license.

‘ Comp//ance risk '
The company is aware of its responslbtlmes with regards to professional, regulatory and Iegal compliance and
has put in place appropriate processes and controls to eénsure that it operates in a compliant manner
including relevant training for employees Appropriate due dnllgence is carried out on all potential new

. customers and suppliers. *

Financial risk management

‘The company’s operations expose it to a variety of fmancnal risks that include the effects of changes in price

risk, credit risk, liquidity risk and interest rate risk.. The company has in place a risk management programme
- that seeks to limit the adverse effects on the financial performance of the company by monitoring levels of

receivables and funding.

Price risk ‘ : ' :

The company operates in a number of geographlcal markets and undertakes transactrons in numerous
foreign currencies for salesand purchases to foreign customers and suppliers. As a result the company is
subject to foreign exchange rate risk due to exchange rate movements. The company seeks to reduce this
nsk by entering into forward contracts

" The company has adopted falr value accounting for these financial instruments and the fair value of the
"forward contracts at 30 September 2020 was a £17k liability (30 September 2019: £36k liability).

- Credit risk
The company has |mplemented policies that require appropnate credit checks and financial assessments on
potential customers and suppllers before contracts are placed.- These.are monltored on an on-going basis.

" Liquidity risk :
The company has access to a cash-pooling facility provtded by ThyssenKrupp AG that is deS|gned to ensure
the company has sufficient avaﬂable funds for operatlons and planned expansions.

Interest rate risk

The group cash-pooling facility provided by ThyssenKrupp AG is subject to adaily interest calculation based
on a bank reference rate and hence is subject to fluctuations in interest rates. All financing arrangements and
covenants are at a group level and there are no local requirements.associated with this facility. Both deficit
and 'surplus cash are subject to interest under the cash-pool therefore the risk is deemed low. The company
monitors interest rates closely and would take appropriate risk management action if rates started to rise
whilst the facility was in det” cit. :
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ATLAS ELEKTRONIK UK LIMITED

STRATEGIC REPORT (CONTINUED)

FOR THE.YEAR ENDED 30 SEPTEMBER 2020

- Key financial‘an'd other performance indicators .

Performance during the year, together with historical trend data is set out below:

Year Year

- ended ended’

30 September . .30 September

2020 2019

Adjusted operating profit margin , : 11% . 10%

. Employee turnover : ' 8% _ 10%

Adjusted ROCE - ' 19% 7%

Adjusted operating profit margin .

Management consider the adjusted operating profit margin to be a more useful measure of performance than
operating profit margin as it excludes one off items in the years such as other income and restructuring costs.
Note there are no adjusting items-in the years presented in these accounts. The margin has been maintained
refevant to the prior year due to successful on-going investment in driving effrcrency with the year onyear
rmprovement in margrn being drrven through export sale performance

Emp/oyee turnover _
Employee turnover is measured as the number of leavers as a percentage of total staff (permanent
employees only). The executive team recognize the importance of each member of staff and their
contribution to the long term success of the business hence this KPi is closely monitored. As part of an on-
'going improvement initiative, communication has been identified as an area to improve with positive- changes
being implemented from which staff are already benefiting and this has somewhat reflected in the KPI this
, year. Natural retifements are an on-going occurrence and the company has implemented a succession
*planning scheme to help mitigate this impact. Given the demographics of our workforce and the underlying
contmuous strong period of growth, the board are content with the current KPI.

Adjusted Return on Capital Employed (adjusted operating profit as a % return on net assets)

Adjusted return on capital employed excludes other income and restructuring costs (note there are no
adjustments in the relevant years in these accounts). ROCE has increased in the year as a result of the board
of director's commitment to continually enhance value for shareholders. A focus on the process improvement
programme to employ assets more efficiently whilst maintaining underlying profit and growing profitability
through export has increased the return on capital employed

_Turnover growth/Order backlog ‘
Turnover growth and order backlog are measures that the company places strong emphasis on. Over the
last 5 years, the company has seen continued turnover growth and this is driven by the order intake secured
over the last few years and consistent delivery performance. 2020 was a record year for order intake at over
£90m. The company has a strong order backlog and will continue to build upon its core strengths to pursue
further opportunities. This will facilitate further growth in revenue in 2021 and the board aims to continue to
steadily grow turnover throughout the next few years
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ATLAS ELEKTRONIK UK LIMITED
STRATEGIC REPORT (CONTINUED) ,
FOR THE YEAR ENDED 30 SEPTEMBER 2020

Promotlng the success of the company and section 172(1) statement of the Compames Act 2006
(sectton 172) :

The directors overarching duty is to promote the success of the company for the benefit of its shareholders,
with consideration of stakeholders’ interest, as set out in section 172. The board regards a weII governed
business essential for the successful delivery of its principle activities. .

The directors are aware of their duty under section 172 to act in the way which they consnder in good faith,
would be most likely to promote the success of the company for the benefit of its members as a whole and, in
doing s0, to have rcgard (amongst other matters) to: <

a) the likely consequence of any decision in the long term;

Any major decisions require the boards’ consensus and agreement before any action is undertaken following
" the ‘four eye’ principle for all significant transactions throughout the business

b)  the interests,of the company’'s employees;

The board is passionate about communication and consider it key to a positive business environment. Two
way communication is encouraged throughout the business so that the directors ensure that the interests of
the employees are considered in making business decnsnons

c) the need to foster the company’s business relatlonshnps wuth suppliers, customers and others;

The board recognises that building and maintaining relationships with its stakeholders is key. The company
and all employees hold themselves accountable to a compliance policy which ensures busmess activities and
actions are carried out with the utmost integrity amongst all stakeholders

d) the impact of the company's operatlon on the commumty and the enwronment

The company actively monitors the impact of operatlons on external factors an example of this being the ISO
accreditations held, ISO 14001 being one of these which demonstrates the company's commitment to
improve environmental performance through more efficient use of resources and reduction of waste

e) the desirability of the company maintaining a reputation for high standards of business conduct; and

The compliance policy noted above is instilled throughout the business culture and is reinforced by tne local
governance to ensure integrity and high standards of conduct are paramount in day to day activities

f) the need to act fairly as between members of the company

. The.board takes a top down approach to mstulhng a fairness and equality culture throughout the business and
. its operations .

The company is a UK subsidiary of ThyssenKrupp AG and of ATLAS ELEKTRONIK GmbH. Thys‘senKrupp
AG are quoted on the Frankfurt Stock Exchange and are an internationailly positioned group of largely
independent and eff|C|ent industrial and technology companies, operating in 60 countries with 104,000
empioyee. .

" From the perspective of the board, as a result of the group governance structure, the matters that it is
responsible for considering under section 172 have been con5|dered to an appropriate extent by the relevant
boards’ in relation to both the group and this ent|ty

On behalf-of th ' board

Neil Skelland
Director .
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ATLAS ELEKTRONIK ‘UK LIMITED
DIRECTORS’ REPORT

.. FOR THE YEAR ENDED 30 SEPTEMBER 2020

The d|rectors present their annual report and the audited financial statements for the year ended 30
September 2020. .

Prmcnpal activities : : :
The company’s principal activities are research and development design as well as manufacture and support
- of maritime military systems

Its unique offering comprises hydro acoustic technology, sonar systems open archntecture processing for
ships and submarines, unmanned system technology, non-acoustic signatures, mine warfare technologies:
and bespoke dynamic cable systems.

I‘n order to deal with the complexities of its addressed markets, the ccmpany employs highly skilled
engineers, scientists, project managers and business administration personnel.

Post balance sheet events

Following the COVID-19 pandemic in 2020 measures taken by various governments to contain the virus have
affected economic activity. We have taken a number of actions to monitor and mitigate the effects of COVID-
19, such as health and safety'measures for our people (such as sacial distancing and working from home)
and working with our supply chain to -ensure minimal impact on our operatlons

At this stage, the impact on our business and results has not been significant and based on our experience to
-date we expect this to remain the case. As we operate in the defence industry we have not experienced any
decrease in demand for our products or services and expect this to continue in the immediate term. We will -
continue to follow the various government policies and advice and, in parallel, we will do our utmost to
continue our operations in the best and safest way possible without jeopardising the health of our people.

We also refer to note 32.

- Directors and thelr mterests :
The directors of the company who were in offlce during the year and up to the date of S|gn|ng the fmanCIal
statements were:

C Evans ‘ A
N Guild (Resigned 19" November 2020)
. A Mazur
F Keupp -
S Meisel
N Skelland
J Weale (Appointed 19" November 2020)

None of the directors had any mterests in the share capltal of the company during the year

Any interests of the dlrectors in ThyssenKrupp AG, the company s ultimate controlling party, are disclosed in
the company's reglster of directors’ interests.

These financial statements are prepared on a going concern basis which is supported by the overall net asset
position of the balance sheet. The company is connected to a cash-pooling facility and has access to funds to -
enable it to pay its debts as they fall due therefore there are no material uncertainties that would cast

- significant doubt about the ability of the company to contlnue as a going concern

Quallfymg third party and pension scheme indemnity provnsmns

No qualifying third party indemnity provision or qualifying pension scheme mdcmmty provis sions v‘vere.in force ;
for the benefit of one or more directors at any time during the financial year. _
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ATLAS ELEKTRONIK UK LIMITED
DIRECTORS’ REPORT (CONTINUED)
'FOR THE YEAR ENDED 30 SEPTEMBER 2020

Employees
The company gives full consideration to apphcatlons from disabled persons where the requlrement of the jOb
can be: adequately fulfilled by a disabled person.

Where existing employees become disabled, it is. the company'’s policy wherever practicable to provide
continuing employment under normal terms and conditions and to prowde training, career development and
promotion to disabled employees wherever appropriate.

- During the year, the polrcy of providing employees with information about the company has continued through
regular staff briefings. These briefings are held between senior management and employees to allow a free
flow of information and they also allow for effective communication of financial and economic factors that
affect the performance of the company. Consuitation with employees or their representatives has also
continued at all levels, with the aim of ensuring that their vnews are taken into account when decisions are
made that are likely to affect their mterests : -

Company s policy for payment of creditors i

Itis the company’s policy that payments to suppliers are made in accordance with the terms and condmons
agreed between the company and its suppliers provided that all terms and condltlons have been oomphed
with. :

Environmental matters

The company recognises the |mportance of its envrronmental responslbrlmes monitors its im pact on the
environment and designs and implements policies to reduce any damage that might be caused by the
company's activities. Initiatives designed to minimise the company’s impact on the environment include safe
disposal of waste, recycling and reducing energy consumption. The company maintains conformance to the '
best practice pnnmples ISO 9001:2008 and 14001:2004 certifications. 4 .

Matters covered in the strategic report

‘As permitted by Paragraph 1A of Schedule 7 to the Large and Medium-sized Companies and Groups
(Accounts and Reports) Regulations 2008 certain matters which are required to be disclosed in the directors
report have been omitted as they are included in the strategic report. These matters relate to principal risks
and uncertarntles future developments and fmancral risk management.

Streamlined Energy and Carbon Reporting (“SECR”)

The SECR disclosure presents the company's carbon footprint within the Unrted Kingdom across scope 1, 2
emissions, an appropriate intensity metric, the total energy use of electricity, gas and transport fuel and an
energy efficiency actions summary taken during the relevant financial year.

Streamiined Energy and Carbon Reporting in the UK for the Consumption : Emissions

year ended 30 September 2020 ' o kWh tCO2e

Scope 1 direct emissions. from combustion of gas -fuel ' o 420,373 N 77
Scope 1 oirect emissions from comhusfion of fuel for transport ' 344129 85
purposes

Scope 2_indi‘rect emissions from po_rchased electricmr o v ‘_ 1,734,998 405

Total energy consumption used to calculate emlssmns / total 2,540,747 | ‘ ' 567

~gross emissions

Intensity ratio: tCO2e / sales revenue in £m o ' .6.82.
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ATLAS ELEKTRONIK UK LIMITED
_ DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2020

Methodology

The SECR disclosure has been prepared in line with the financial year ended 30 September 2020 and
reporting on all sources of environmental impact in the UK over which the company has financial and/or
operational control. The reporting method used is in line with the HM Government Environmental Reporting
Guidelines issued in March 2019 and the company has also used the Greenhouse Gas Reporting Protocol -
Corporate Standard. The emrssrons factor source is the 2020 UK Government's Conversion Factors for
Company Reporting. .

- Energy efficiency action plan :
The principal measures taken for the purpose of increasing the companys energy efficiency in the year
ended 30th September 2020 included: :
¢ Installation of an additional 4 twin EV Charging pornts serving a further 8 parkrng spaces;

» Replacement of 20+ year old oversized boilers for more efficient condensing gas boilers

» Engagement with A/C service provrders to ascertain control parameters and to rmplement potentrai
energy saving inrtiatrves around the Daiken | manager centraiised control system.

Itis.noted that progress on the energy effn:ienoy action plan has been slower than originally envisaged during
the financial year due to the business concentrating on the impacts of COVID-1 9 ,

Statement of directors’ responsibilities in respect of the financial statements
The directors are responsible for preparing the Annual Report and the financial statements in accordance wrth
.applicable law and regulation. : :

Company law requires the directors to prepare frnancral statements for each financial year. Under that law the
directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disciosure
Framework”, and applicable law).

Under company law, directors must not approve the financial statemerits unless they are satlsfied that they
give a true and fair view of the state of affairs of the company and of the profit or loss of the company for that
period. In preparing the financial statements, the drrectors are required to:

¢ select suitable accounting. policies and then appiy them consistently;

« state whether applicable United Kingdom Accounting Standards, comprising FRS 101 have been
followed, subject to any material departures disclosed and explained in the financial statements;

. make jUdgements and accounting estimates that are reasonable and prudent; and

e prepare the fmancral statements.on the going concern basrs unless it is inappropriate to presume that
the company will continue in busrness .

The directors are also responsible for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of-fraud and other irreguiarities

The drrectors are responsible for keeping adequate accountlng records that are sufficient to show and explain

the company's transactions and disclose with reasonable accuracy at any time the financial position of the
company and enable them to ensure that the financial statements comply with the Companies Act 2006.
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ATLAS ELEKTRONIK UK LIMITED
‘DIRECTORS’ REPORT (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2020

Directors’ confrrmatlons
- In the case of each dlrector in offlce at the date the drrectors report is approved:.

o sofaras the dlrector is aware, there is nNo relevant audlt lnformatron of which the company's audrtors .
are unaware; and :

o theyhave taken all the steps that they ought to have taken as a director in order to make themselves
aware of any relevant audit information and to estabhsh that the company’s audttors are aware of that

' mformatlon

-~ Under section 487(2) of the Companies Act 2006, PricewaterhouseCoopers LLP will be deemed to have been
reappointed as auditors 28 days after these financial statements were sent to members or 28 days after the
latest date prescnbed for filing the fmancnal statements with the registrar, whichever is earher :

This report was approved by the board on 18]0% /?,oll and signed on its behalf by

Neil Skelland
Director - '

o
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ATLAS ELEKTRONIK UK LIMITED
INDEPENDENT AUDITORS’ REPORT TO THE MEMEBERS OF ATLAS ELEKTRONIK UK LIMITED

Report on the audit of the financial statements

Opinion
In our opinion, Atlas Elektronik UK Limited's financial statements:

» give a true and fair view of the state of the company's affairs as at 30 September 2020 and of its proftt
for the year then ended,;

o have been properly prepared in accordance with Unlted Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards, compnsrng FRS 101 “Reduced Disclosure
Framework”, and applicable law); and

s have been prepared in accordance with the requurements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report (the “Annual Report”), which
comprise: the balance sheet as at 30 September 2020; the statement of comprehensive income, the
statement of changes in equity for the year then ended; and the notes to the financial statements WhICh
include a deseription of. the significant accounting policies. :

Basis for opinion ‘

We conducted our audit in accordance with tnternatronal Standards on Auditing (UK) (“ISAs (UK)") and
applicable law. Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the
audit of the financial statements section of our report. We believe that the audit evrdence we have obtalned is
sufficient and appropnate to provide a baSiS for our opinion.

} lndependence ‘ : ' :
We remained independent of the company in accordance W|th the ethical requirements that are relevant to our.
-audit of the financial statements.in the UK, which includes the FRC's Ethlcal Standard, and we have fulfllled our
other ethical responsrbrlrtles in accordance with these requirements. .

Conclusions relatmg to going concern-.

We have nothing to report in respect of the followmg matters in relation to which ISAs (UK) requrre us to report

" to you where:

« the directors’ use of the going concern basis of accountrng |n the preparation of the flnancral
statements is not appropriate; or .

« the directors have not disclosed in the financial statements any identified material uncertainties that
may cast significant doubt about the company’s ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the frnancral statements are
authorised for issue. :

However, because not all future events or conditions can be predicted, thls statement is not a guarantee asto
. the company’s ability to continue as a going concern.

Reportmg on other information .

The other information comprises’ all of the information in the Annual Report other than the financial statements

and our auditors’ report thereon. The directors are responsible for the other information. Our opinion on the

financial statements does not cover the other information and, accordingly, we do not express an audit opinion
. or, except to the extent otherwise explrcrtly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in

. doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If we identify an apparent
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ATLAS ELEKTRONIK UK LIMITED , '
INDEPENDENT AUDITORS REPORT TO THE MEMBERS OF ATLAS ELEKTRONIK UK LIMITED

(CONTINUED)

material inconsistency or material misstatement, we are required to perform procedures to conclude whether
there is a material misstatement of the financial statements or a material misstatement of the other information.
If, based on the work we have performed, we conclude that there is a material misstatement of this other
information' we are required to report that fact. We have nothing to report based on these responsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whether the dlsclosures
required by the UK Companles Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK)
require us also to report certain opinions and matters as described below. :

Strategic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic
Report and Directors’ Report for the year'ended 30 September 2020 is consistent with the financial statements
and-has been prepared in accordance with applicable legal requirements.

In Iight of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we did not identify any material misstatements in the Strategic Report and Directors’ Report.

' Responsibilities for the fi nancial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of Directors’ Responsibilities, the directors are responsible for the
preparation of the financial statements in accordance with the applicable framework and for'being satisfied that
they give a true and fair view. The directors are also responsible for such internal control as they determine is
necessary to enable the preparatlon of financial statements that are free from material misstatement, whether
due to fraud or error.

In preparlng the financial statements, the directors are responsrble for assessing the company's ablhty to
continue as a going concern, disclosing as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations,
‘or have no realistic alternative but to do so. :

Auditors’ responsnbllmes for the audit of the financial statements ‘
Our.objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will.always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements. :

A further descnptron of our responsnblhtres for the audit of the financial statements is located on the FRC s
website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report :
This report, including the opinions, has been prepared for and only for the company‘s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in
giving these opinions, accept or assume responsibility for any other purpose or to any other person to whom
this report is shown or into whose hands it may come save where expressly agreed by our prior consent in
writing.
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ATLAS ELEKTRONIK UK LIMITED ' /
INDEPENDENT AUDITORS REPORT TO THE MEMBERS OF ATLAS ELEKTRONIK UK LIMITED |
(CONTINUED) -

" Other required reporting

Companies Act 2006 exceptlon reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:
e we have not received all the information and explanations we require for our audit; or
_ e . adequate accounting records have not been kept by the company; or retums adequate for our audlt
have not been received from brancheés not visited by us; or .
 certain disclosures of directors’ remuneration specified by law are not.made; or
" the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report artsmg from this responsublllty

Qeren S

Duncan Stratford (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Audutors

Bristol . - . ‘
18 August 2021 : - ' T
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ATLAS ELEKTRONIK UK LIMITED

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 SEPTEMBER 2020

Turnover
Cost of sales

Gross profit

Administrative exbenses

Operatingpr"c.)fitn

Interest receivable and similar income
Interest payable and similar expenses

Profit dn ordinary activities before taxation
" “Tax on profit

Profit for the financial year

Total comprehensive income for the financial year

The notes on pages 18 to 42 form part of these finan_ciafstatements.

Note Yearended

Year ended
30 September 30 September
2020 2019
£000 £000
4 - 83,183 71,246
' (64,209) ~ (54,445)
18,974 16,801
(9,717) (9,609) ..
5 9257 7,192
9 B 1 16
9 = (248) (39)
9,012 7169
10 - (2,058) (1,399)
16,954 5,770

6,954

5,770
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ATLAS ELEKTRONIK UK LIMITED
BALANCE SHEET 4

AS AT 30 SEPTEMBER 2020 .
REGISTERED NUMBER: 05582639

‘Note , 2020 - 2019

£000 - £000
Non-current assets '
Fixed assets » A
~ Goodwil : : o1 ' S 21,489 - 21,469
- . Other intangible assets ‘ Y ‘ 5,418 ' 4,719
Tangible assets ‘ 13 . 12,834 , 11,911
- Right-of-use assets ' : 14 : : " 613, . -
40,334 S ' 38,009
Current aségts ]
Stocks o ‘ 15 387 1,003
Debtors amounts falling due within one year 16 - 11,808 D ' 18,948
Debtors amounts félling due after one year - 17 ’ 146 165
Contract assets o ‘ .20 54,010, ' . 23,148
Cashatbankandinhand - 18 T - 356
66,428 : 43,710 -
Creditors amounts falling due within one - : ‘ N o ‘ A
year . . . 19 (28,251)° - . (20,503)
Contract liabilities 20 (19,542) (13,170)
Lease liabilities falling due within one year. . 22 (204) ' -
' (47,997) S (33,673) -
Net currentassets o . ' . , 18,431 10,037
-. Total assets less current Ilabllltles S . ' - 58,765 ) ‘ 48,136..
Lease liabilities falling due after one year 22 | ' (440) - ' . -
Deferredtax - 23 (1.679) z S (1,169)
Other provisions 4 24 , - (7,533) 4 (4,808)
- C o (9,652) - (5.977)
Netassets - - . A 49,113 . 42,159
Capital and reserves )
Called up share.capital ' 25 , ‘ . 23,500 . 23,500
Profit and loss account - 26 . : 25,613 18,659
Total shareholders' funds . : ’ 49,113 .- 42,159

The finaricial statements on pages 18 to 42 were approved and authonsed for issue by the board and were signed on its
behalf on 18 August 2021 by .

Cﬁ ~ M .
CEvans
Director R ' .
) The notes on pages 18 to 42 form part of these financial statements.
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. ATLAS ELEKTRONIK UK LIMITED '
STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 30 SEPTEMBER 2020

1 October 2019
Comprehen.siv.e income for the financial year.
. Profit for the financial .year

Total comprehensive income for the financial ..

. year o
" At 30 September 2020

-1 October 2018
Comprehensive income for the financial year
"Profit for the financial year - : A
Total comprehensive incdrﬁe for the financial
year - , B
At 30 September 2019

Called up .Pro'f‘it and Total
share “loss Shareholders’
capital - account Funds
£000 ~ £000 . £000
23,500 18,659 . 42;159
- 6,954 6,954
: 6,954 6.954
23,500- 25,613 49,113
Called up Profit and Total
share ‘ loss Sharehoiders’
capital : account - Funds
. £000 £000 £000
23,500 12,889 36,389
- 5,770 5,770
- 5,770 5,770
23,500 18,659 - 42,159

The notes on pages 18 to 42 form part of these financial statementé.
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ATLAS ELEKTRONIK UK LIMITED

NOTES TO THE FINANCIALSTATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2020 -

1. GENERAL INFORMATION

ATLAS ELEKTRONIK UK Limited ("the company) is a private company lrmrted by shares and is
incorporated in ‘the United Kingdom and is domiciled in England. The address of the company’s
' registered office is Dorset Innovation Park, Winfrith Newburgh, Dorchester, DT2 8ZB. i

The company’s principal activities are research and development, desrgn as well as manufacture
and support of maritime military systems

‘2. ACCOUNTING POLICIES
21 BASIS OF PREPARATION OF FINANCIAL STATEMENTS.

The financial statements have been prepared on a going concern basis, under the historical cost
convention, except for certain assets and liabilities that are measured at fair value, and in accordance
with the Companies Act 2006 and as applicable to companies under the Financial Reportmg Standard
101 'Reduced Disclosure Framework’

The preparation of financial statements in compliance with FRS 101 requires the-use of certain..
critical accounting estimates. It also requires management to exercise judgment in applying the
company's accounting policies (see note 3). The values included in the financial statements are
presented in pounds sterling, and have been rounded to the nearest thousand (£000).

The company has applied IFRS 16 ‘Leases’ for the first time for the reporting period commencing 1
October 2019. This became mandatory in the reporting perrod and the company has implemented this
using the simplified retrospective method.

 The foliowing principal accounting polioies have been applied consistently throughout the year:
2.2 FINANCIAL REPORTING STANDARD 101 - REDUCED DISCLOSURE EXEMPTIONS

The company has taken advantage of the folloWing disclosure exemptions under FRS 101:

» the requirements of IFRS 7 Financial Instruments: Drsclosures :
the requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement -
‘the requirement in paragraph 38 of IAS 1 'Presentation of Financial Statements' to present
omparatrve information in respect of:
. paragraph 79(a)(iv) of IAS 1;
- paragraph 73(e) of IAS 16 Property, Plant and. Equrpment
, — paragraph 118(e) of IAS 38 Intangible Assets;
s the requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C, 38D, 40A, 408, 40C, 4OD
111 and 134-136 of IAS 1 Presentation of Financial Statements .
. e therequirements of IAS 7 Statement of Cash Flows '
¢ the requirements of paragraphs 30 and 31 of IAS 8 Accounting Polrcres Changes - in
Accounting Estimates and Errors
the requirements of paragraph 17 of IAS 24 Related Party Disclosures
e the requirements in IAS 24 Related Party Disclosures to disclose related party transactions” | .
. entered into between two or more members of a group, provided that any subsidiary which is a
party to the transaction is wholly owned by such a member
» the requirements of the second sentence of paragraph.110-and paragraph 113(a), 11 4, 115
118, 119(a) to (c), 120 to 127 and 129 of IFRS 15 Revenue from Contracts with Customers
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. ATLAS ELEKTRONIK UK LIMITED

NOTES TO THE FINANCIALSTATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2020

2.

ACCOUNTING POLICIES (CONTINUED)

23 REVENUE

" - Revenue is recognised in relatnon to the sale of goods and services and from long term contracts. -

Revenue is recognised in relation to satisfaction of performance obhgations when control is transferred
to the customer of the product or service which may be “over time" or at a “point in time"”. Revenue is
measured as the fair value (both cash and non-cash) of the-consideration received or receivable,
echudmg discounts, rebates srgnn’lcant financing elements, value added tax and other sales taxes

Revenue also takes account of any variable consideration (amounts payable dependent on
performance) with. the company evaluating at each balance sheet date whether the cumulative amount
of revenue recognised should be constrained in relation to achlevement of variable performance ‘
conditions.

The company follows the “five step” process under IFRS 15 to ensure that(revenue is recognised at the
appropriate pount These steps are: ' : ‘

Identify the contract(s) with the customer,

Identify the performance obligations,

Determine the transaction price,

Allocate the transaction price to the performance obhgat;ons
Recognise revenue as performance obligations are satisfied.

G ON =

"The following criteria must be met for revenue to be recognised either at a point in time or over time:

Recognition of revenue over time :

Where one of the following conditions is satisfied, the stage of completion of the contract can bé
measured reliably and the costs to complete the contract can be measured rellably, the company will
recognise revenue over t|me as performiance obligations are satlsfled

¢ the customer controls the asset as it is created or enhanced or;

e the customer receives and consumes the benefit of the item or service as the company
performs the contract or;

o. the company’s performance does not create an asset with an alternative use to the company
and it has an enforceable right for payment for work/performance completed to date

Recognition of revenue at a point in time
Revenue is recognised at'a point in time when all of the following conditions are SaIISerd

« . the conditions for recognizing revenue over time are not met;

" o the amount of revenue can be measured reliably and it is probable that the economic benefits
. will flow to the entity;

s . Control of the asset has transferred to the customer or the customer has consumed the benefit
of the item or service (this may be on delivery, when legal title passes, when the customer has.
the significant risks and rewards of ownership or when specific customer acceptance criteria
has been met)

When identifying performance obhgatlons the company will assess whether the promised goods or
services are distinct or part of a series of distinct goods and services. Goods or services are distinct if

" the customer can benefit from them on their own or together with other resources readily available to -

them and they must be separately identifiable in the contract. Where goods are distinct they are
capable of being a separate performance obligation for revenue recognition purposes.

Revenue and profit is accounted for on an individual contract basis, depending on the nature and
conditions of the contract. Estimating the profitability. of a long-term contract is reliant upon the
knowledge and experience of project managers with input from technical experts and finance
personnel. This includes the assessment of the required costs to complete the contract, the available
labour resources and other factors lncludlng any assocnated risks and past experience. All contracts
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ATLAS ELEKTRONIK UK LIMITED

NOTES TO THE FINANCIALSTATEMENTS«
FOR THE YEAR ENDED 30 SEPTEMBER 2020 -

2.

_ACCOUNTING POLICIES (CONTINUED)

REVENUE (CONTINUED)

are independently reviewed by experienced project accountants on a monthly basis to ensure that the
estimates remain appropriate and to ensure that any revenue and profit recognised is a true and fair
reflection of the status of the contract and the value of work: performed to date.

2.4 LONG TERM CONTRACTS — CONTRACT ASSETS & LIABILIfIES

Contract assets consists of:

-Costs incurred in progress towards achieving-a performance obllgat|on where revenue is recognised
at a “point in time” — work in progress. These costs are transferred to the income statement as the
performance obligation is satisfied.

-Accrued income/revenue recognised in advance of customer b|ll|ng where invoicing is beyond the
point where control of goods or services is transferred to the customer and revenue has been-
recognised, a contract asset is recogrised. This can occur where the contractual mitestones are not

‘._'alrgned to the transfer of control and often occurs where revenue is recognised “over time”

Contract Irablhtres consusts of: : :
-Contract advance payments/deferred income — where invoicing is in advance of recognmon of

~ revenue and contract liability will arise

~Outstand|ng contract costs — where performance obligations are satisfied i ln advance of antrc«pated
costs landing a contract liability arises for the expected cost,

Advance payments received from customers are shown as contract llabllmes until there is a right of
set-off against the value of work undertaken. o
Specrﬂc contract provrsrons for warranty and contract losses are ‘detailed in note 24.

‘2.5 INTANGIBLE ASSETS
Goodwill is the difference hetween the fair value of the consideration for the trade and assets and

the aggregate of the fair value of that entity's identifiable assets and liabilities. The goodwnll is not
amortised and each element is reviewed annually for impairment.

o lntangible assets relate to software licenses and deve!opment costs and are stated at cost, net of

accumulated amortisation and any provision for impairment. The intangible assets are amortised over a
period of 3 to 5 years and the amortisation is charged to administrative expenses in the Statement of
Comprehensive Income Intangible assets under construction are not amortised - : :

2.6 TANGIBLE ASSETS

Tangible assets under the cost model are stated at historical cost less accumulated depreciation
and any accumulated impairment losses. Historical cost includes expenditure that is directly
attributable to bringing the asset to the location and condition necessary for it to be capable of
operating in the manner mtended by management.

The company adds to the carrying amount’ of an item of fixed assets the. cost -of replacing part of
such an item when that cost is incurred, if the replacement part is expected to provide incremental
future benefits to-the company. The carrying amount of the replaced part is de-recognised. Repairs
and maintenance are charged to profit or loss during the period in which they are incurred.

Deprecra’non is charged SO as to allocate the cost of assets less their residual value over therr
estimated useful I|ves using the stralght-lrne method
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ATLAS ELEKTRONIK UK LIMITED

‘NOTES TO THE FINANCIALSTATEMENTS
‘FOR THE YEAR ENDED 30 SEPTEMBER 2020

2. ACCOUNTING POLICIES (CONTINUED)
TANGIBLE ASSETS (CONTINUED).
Depreciation is provided oﬁ the following basis:

Land " ' - not depreciated

~ Buildings and improvements --10to 30 years
Plant and machinery - -5 to 15 years
Fixtures, fittings and equipment - 3 to 15 years
Asset under construction - not depreciated

Tangible assets under the course of constrdction are stated at cost less any provisidn of impairment.
Once completed they are reclassified and depreciated in line with the above expected useful lives.

The assets' residual values4 useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate; or if there is an indication of a significant change since the last reportlng
date.

Gains and losses on disposals are determined by comparing the prbceeds with the carrying amount
and are recognised in the Statement of comprehensive income

2.7 LEASES

The company has a number of leasing arrangements for property, vehicles and equipment. Prior to the
adoption of IFRS 16 Leases, which became mandatory in the accounting period commencing 1

- October 2019, each lease was qualified as elther a finance lease or and operatlng lease and

~ accouinted for accordingly.

Following the adoption of IFRS 16 from 1 October 2019, leases are accounted for in accordance with
the requirements of IFRS 16 Leases, the company recognises in the balance sheet both a right of use
asset and a corresponding lease liability to the lessor where there is a contract in. place with another
‘party that meets the qualifying crlterla set out in IFRS 16. :

The lease Iiability represents the company’s ob,ligation to make future lease payments to the lessor,
including any operational increases or reductions in the lease period, less any lease incentives
receivable. The associated rate of interest which is incurred for the lease liabilities is determined based
on the inherent rate of interest in the lease, or if it cannot be determined, at a lease specific
. incremental borrowing rate. This interest is charged to the statement of comprehensive income, and
. the lease payments made by the company to the lessor, after adding the interest to the lease liability, is
used to amortise the carrying value of the lease liability in the balance sheet. .

Leases of low value assets or short term leases are immediately expenses in the statement of
comprehensive income.

2.8 STOCKS

Stocks are stated at the lower of cost and net realisable vaiue, being the estimated selling price less
costs to complete and sell. Cost is based on the cost of purchase on a first in, first out basis. Work in
progress and finished goods include labour and attributable overheads. :

‘At each balance sheet date, stocks are assessed for impairment. If stock is impaired, the carrying

-amount is reduced to its selling price less costs to complete and sell. The impairment loss is
recognised immediately in the Statement of Comprehensive Income.
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ATLAS ELEKTRONIK UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2020

2. ACCOUNTING POLICIES (CONTINUED)
2.9 DEBTORS -

Debtors are stated at amortised cost less an appropriate provision (2020: £50k, 2019: £69k) for
expected credit losses in accordance with the simplified approach permitted under IFRS 9. The
company measures the provision at an amount equal to the lifetime expected credit losses, estimated
by reference to past experience and relevant forward looking factors. :

2.10 CASH AND EQUIVALENTS

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty
on notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no
more than three months from the date of acquisition and that are readlly convertible to known amounts
of cash with insignificant risk of change in value :

241 FINANCIAL INSTRUMENTS

The company recognises financial instruments when it becomes a party to the contractual
arrangements of the instrument. Financial instruments are de- recognlsed when they are discharged or
when the contractual terms expire. The company's accounting policies in respect of fmanmal
instruments transactions are explained below:

Trade receivables '

Trade receivables are stated at amortised cost less an appropriate provision for expected credit losses’
in accordance with the simplified approach permitted under IFRS 9. The company measures the,
provision. at.an.amount equal to the lifetime expected crédit losses, estimated. by reference to past . .
experience and relevant forward looking factors. . '

The company writes off a trade receivable when there |s'object|ve evidence that the debtor is in:
significant financial difficulty and there is no realistic prospect of recovery, for example, when the
customer enters in to bankruptcy

Fmancual liabilities : '
The company classn‘les all of its financial I|ab|||t|es other than denvatvves as habllltles at amortised - -
cost. . :

At amortised cost :

Financial liabilities at amortlsed cost including bank borrownngs are |n|t|ally recognised at fair value
net of any transaction costs directly attributable to the issue of the instrument. Such interest bearing
liabilities are subsequently measured at amortised cost using the effective interest rate method,
which ensures that any interest expense over the perlod to repayment is at a constant rate on the
balance of the Ilabmty carried into the Balance sheet

Derivatives R .

* Derivatives, including forward foreign exchange contracts, are not basic financial instruments.
Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are
subsequently re-measured at their fair value. Changes in the fair value of derivatives are recognised in *.

. profit or loss in'finance costs or income as appropriate.

The com'pany does not currently apply hedge accounting for foreign exchange derivatives. .
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'ATLAS ELEKTRONIK UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS .
FOR THE YEAR ENDED 30 SEPTEMBER 2020

2,

ACCOUNTING POLICIES (CONTINUED)

212 CREDITORS

. These amounts represent Iiabiliti'es for goods and services provided to the company prior to the end of

the financial year which are unpaid. The amounts are unsecured and are usually paid no later than 60
days after recognition. Trade and other payables are presented as current liabilities unless payment is
not due within 12 months after the reporting period. They are recognlsed initially at their fair value and
subsequently measured at amortised.cost using the effective interest method.

213 FOREIGN CURRENCY TRANSLATION

Functlonal and presentation currency
The company's functional and presentatronal currency is GBP.

Transactlons and balances ,
Foreign currency transactions are translated into the functional currency using the spot exchange

" rates at the dates of the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non-
monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange rate
when fair value was, determlned

Foreign‘exchange gains and losses resulting from the settlement of transactions and from the
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the Statement of Comprehensive Income except when deferred in
other comprehensive income as qualifying cash flow hedges.

Foreign exchange gains and losses that relate to borrowmgs and cash and cash equivalents are
presented in the Statement of Comprehensive Income within ‘finance income or costs'. All other
foreign exchange gains and losses are presented in the Statement of Comprehensive Income within

- 'other operating income'.

2.14 DIVIDENDS

Equity dividends are recognised when they become legally payable. Interim equity dividends are
recognised when paid. Final equity dividends are recognised when approved by the shareholders at an

- annual general meeting. Dividends ‘on shares recognised as liabilities are recognised as expenses and

classified within interest-payable.
2.15 PENSIONS
DEFINED CONTRIBUTION PENSION PLAN

The company operates two defined contribution plans for its employees A defined contribution plan is
a pension plan under which the company pays fixed contributions into a separate entity. Once the

- contributions have been paid the company has no further payment obligations.

The contributions are recognised as an expense in the Statement of Comprehenswe Income when
they fall due. Amounts not paid are shown in accruals as a liability in the Balance Sheet. The assets of
the plan are held separately from the company in independently administered funds.

2.16 tNTEREST INCOME

Interest income is recognrsed in the Statement of Comprehensnve Income usmg the effective interest -
method.
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ATLAS ELEKTRONIK UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2020

2.

" recognised in other comprehensive income or directly in equity respectively.

ACCOUNTING POLICIES (CONTINUED)

217 PROVISIONS FOR LIABILIES

Provisions are made where an event has taken place that gives the company a legal or constructive
obligation that probably requires settiement by a transfer of economic benefit, and a reliable estimate
can be made of the amount of the obhgatnon

Provisions are charged as an expense to the Statement of Comprehenswe Income in the 'year that the
company becomes aware of the obligation, and are measured at the best estimate at the

. Balance Sheet date of the expenditure required to settle the obligation, taking into account relevant
. risks and uncertainties. :

When payments are eventually made, they are charged to the provision carried m the Balance

4Sheet

*2.18. CURRENT AND DEFERRED TAXATION

The tax expense for the year comprises current and deferred tax. Tax is recognised in the Statement
of Comprehensive Income, except that a change attributable to an item-of income and expense
recognised as other comprehensive income or to an item recognised directly in equity is-also

\

-The current incorhe tax charge-is calculated on the basis of tax rates and laws that have been
~ enacted or substantively enacted by the balance sheet date in the countries where the companyv
operates and generates income.

Deferred tax balances are recogmsed in respect of alI timing dlfferences that have orlglnated but not :
reversed by the Batance Sheet date except that:

e The recognition of deferred tax assets is limited to the extent that it is probable that they will be
recovered against the reéversal of deferred tax liabilities or other future taxable profits; and

o Any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met.

Deferred tax balances are not recognised.in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values of
assets acquired and the future tax deductions available for them and the differences between the fair
values of liabilities acquired and the amount that will be assessed for tax. Deferred tax is determined

~ using tax rates and laws that have been enacted or substantively enacted by the balance sheet date.
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ATLAS ELEKTRONIK UK LIMITED

' NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2020

3. JUDGEMENTS IN APPLYING ACCOUNTING POLICIES AND KEY SOURCES OF
: ESTIMATION UNCERTAINTY

A number of the accounting policies apphed when preparing these financial statements involve the use
of significant management judgement and estimation techniques Wthh could affect the valuation of
-revenues, expenses, assets and Ilabllmes recognlsed

Revenue and profit recognition
Revenue and profit is accounted for on an individual contract basis when performance obligations have
been satisfied either over time or at a point in time, depending on the nature and conditions of the
.contract. Estimating the profitability of a long-term contract is reliant upon the knowledge and experience
of project managers with input from technical experts and finance ‘personnel. This includes the
assessment of the required costs to complete the contract, the available labour resources and other
factors including any associated risks and past experience. All contracts are independently reviewed by
experienced project accountants on a monthly basis to ensure that the estimates remain appropriate
and to ensure that any revenue and profit recognised is-a true and fair reflection of the status of the '
contract and the value of work performed to date. '

- Transaction prices are allocated across performance obligations. ona contract by contract basis with
reference to the associated estimated costs of performance of those obligations out of the total costs of
the contract. This is reliant upon the knowledge and experience of our project managers, alongside the
input from relevant technical experts and finance personnel and is reviewed by our experienced project

" accountants. The allocation of costs between activities is- scrutinized to ensure -that prices are
approprlately allocated and is reviewed throughout the life of the contract for reasonableness.

Transaction prices which include vanable consideration such as rebates incentives and liquidated

damages are included based on the expected value with the intention of insuring that it is highly probable

that there will not be a reversal in the amount of cumulative revenue recognised. These judgements are
- regularly-reviewed and updated-and are reassessed at each balance.sheetdate. .. . .. . ... . . ...

Consideration of returns or refunds is made as part of the determination of the transaction price and -
reassessed throughout the life of the contract. Provisions for warranty returns are costed as part of the
‘cost of the contract and once the obligation is in place, the provision covering the expected cost of the
obligation is created. In most circumstances, the warranty forms part of the dellverable contract and is
not a separate performance obligation. :

in most cases the company attempts to align its contractual payment milestones to its cost profiles
however this is not always possibie and in these circumstances, revenue may be recognised either in
advance of, or following an invoicing event. This gives rise to contract assets and liabilities. The
company has a number of contracts and depéending on whether revenue is recognised “over time” or at
a “point in time” can determine the extent and types of contract assets and liabilities as detailed in 2.4,

. Judgements exist in relation to the transfer of control which may affect the revenue recognised. The
company follows strictly the guidance in IFRS 15 and takes a prudent view in only recogmsmg revenue
where it is conﬂdent that economic beneflt will flow to the company.
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"ATLAS ELEKTRONIK UK LIMITED .

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2020

3.

JUDGEMENTS IN APPLYING ACCOUNTING POLICIES AND KEY SOURCES OF
ESTIMATION UNCERTAINTY (CONTINUED). :

Goodwull '

" There is. £21,469k of goodwnll mcluded in the financial statement as at the year end Goodwill is not

amortised but-each element is reviewed annually for impairment in accordance with the accounting
policy stated in note 2.5. The assessment for impairment requires the use of estimates relating to
the future profitability of the busmess through consnderatlon of the 5 year operatlonal planning (OPL).

N

) Provnsuons

Provisions are recogmsed when the company has a legal or constructive obhgatron as a result of a

" past event; it is probable that an outflow of resources wrll be required to settle the obhgatnon and the

amount has been reliably estimated.

Whether a present abligation is probable'or not requrres judgment. The nature and type of ris‘k‘s for these
provisions differ and management'’s Judgment is applied regarding the nature and extent of obligations
in deciding if an outflow of resources is probable or not.

Warranty provisions

There are warranties of £3,232k (2019: £1,963k) included in the financial statements as at the year cnd.
Warranties are provided for on an individual contract basis dependent on the warranty terms of that
contract. The estimated warranty costs are based on historical product performance, input from technical
experts and the length of the warranty period. Warranty provisions are reviewed on a monthly basis
taking in to account latest actual warranty expenses and are adju ted accordlngly to ensure thc on-going

‘ appropnateness of the provrsron held.

Bad debt provisions

" Where in management's judgement therc is sufficient doubt over the recoverability of all or part of a debt

held on the balance sheet, a provision will be established against that debt relative to the estimated

"probability of recoverability. There is a specific bad debt provision of £351k (2019 £nil) mcluded in the
fmanmal statements as at the year end. ‘ ,

Loss provns:ons

Where the’ outcome on any contract is’ determrned to be a loss, the Ioss will be recognised in full
immediately in the period in which-it is identified. As at the year end contract losses of £4, 301k (2019

. £2 ,845k) had been prowded for.
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ATLAS ELEKTRONIK UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2020

4

TURNOVER .

Turnover is attrlbutable to design as well as manufacture and support of mantlme mllltary systems as

well as funded research and development.

An analysis of turnover by class of business is as follows:

Sale of goods
Services

>

Analysis of turnover by country of destination:

Uni'ted_ Kingdom
Rest of Europe
Rest of the World

OPERATING PROFIT

" The operatmg proflt is stated after chargmg/ (crediting):

Research & development charged as an expénse
Depreciation of tangible assets '
Amortisation of intangible assets

Deprégiation of right of use assets -

Cost of stock recognized as an expense including amounts
written down -

Operating lease charges -
Exchange differences
Movement of derivatives fair value-

_Year ended

Year ended |,

30 September -~ 30 September
.2020 2019
-£000 £000
70,894 61,992
12,289 9,254.
83,183 71,246
Year ended - Year ended
30 September 30 September
2020 - 2019
£000 £000
52,370 41,068
2,539 . 1,837
28,274 28,341
83,183 71,246
Year eﬁded | Year ended
30 September 30 September
2020 ' 2019

£000 £000 -
1,287 1,385
1,223 1,229
734 ' 534
- 210 ’ -
30,591 24,830

76 248
25 1
(19) 5
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ATLAS ELEKTRONIK UK LIMITED

6.

" . NOTES TO THE FINANCIAL STATEM ENTS .
: FOR THE YEAR ENDED 30 SEPTEMBER 2020

AAUDITORS' REMUNERATION

The company paid the foIIowmg amounts to lts auditors in respect of the audit of the ﬂnanmal
statements and for other services provided to the company

Year Year

‘ended ended
30 September 30 September
‘ 2020 ' 2019
£000 . £000
Fees for the audit of'theAcomp_any ' ' ' - 45 M
' ’ L ‘ ' 45 oM
- EMPLOYEES
-Staff costs, includin'g directors' remuneration; were as‘follows:
' Year " Year
ended ended
30 September 30 September
2020 2019
o £000 © £000
Wages and salaries - o : ~ o - 20,950 18,312
- . Socialsecuritycosts . o . - 2,196 1,929
o o OtherPension CoOStS.. v oo i e ol el e .3, T55 23,642

26,901 23,883

The average monthly number of employees, including the diréctors, during the year was as follows:'

Year * Year
ended ended -
- 30 September 30 September -
2020 2019 .
‘ o Number Number
Administration, operatlons and management . - a o 108 100
Engineering ' v - . 182 162 .
Manufacturing . - o ' o 59 52
Project management - 4 . 66 58
Sales, commercial and marketing. - ' : : 26 25

441 397.
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ATLAS ELEKTRONIK UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 SEPTEMBER 2020.

8.

" DIRECTORS'REMUNERATION .

Aggregate directors' emoluments

' Company contributions to defined contribution pension schemes

A}

Year - Year
ended ended
30 September 30 September
2020 2019
£000 £000
© 940 981
44 131
984

1,112

The above directors’ remuneration does not include emoluments of F Keupp nor S Meisel as these are
paid by the parent company. It is not possible to make an accurate apportlonment of their emoluments

in respect of the company

" During the year retirement benefits were accrurng to2 drrectors (2019 3) in respect of defrned B

~ contribution pension schemes

A The highest paid director received remuneration of £471 k (2019: £475k).

The value of the company‘s contrlbutlons paidto a defmed contrrbutlon pensron scheme in respect of .
the highest paid director amounted to £n|I (2019: £51k). ‘ 4

o, NETINTEREST RECEIVABLE / (PAYABLE) AND SIMILAR INCOME / (EXPENSES)

Interest receivable from group companies

Interest payable to group companies
Other interest receivable.

" Interest 'payable_.'ontlease liabilities

b

Year Year

_ ended . ended
30 September 30 September
2020 2019

£000 £000 -
1 12
(226) (39)

- 4
(20) -
(245) (23)
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ATLAS ELEKTRONIK UK LIMITED -~
NOTES TO THE FINANCIAL STATEMENTS

. FORTHE YEAR ENDED 30 SEPTEMBER 2020

10. TAXON PROFIT -

Corporaﬁon tax -

Current tax on profits for the year. -

Adjustments in respect of prior yéars

Total current tax |

Deferred tax 4

Origination and reversal of timing differences
- Adjustment in respect of prior years '

Total deferred tax .

Tax on profit

Year © Year
ended ended
30 September 30 September
2020 2019
£000 £000
1,613 1,154
(65) 11 -
1,548 1,265
371 134
139 -
510 134
2,058 1,399
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" ATLAS ELEKTRONIK UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2020

10.

TAX ON PROFIT ON ORDINARY ACTIVITIES (CONTINUED)
Factors affecting tax éharge for the perivod
The total tax charge assessed for the year is higher than the standard rate of corporation tax i in the UK
of 19% (2019:19%). The differences are explamed below: . :
) -Year Year
ended: - ended
30 September . 30 September
2020 . 2019
| . | £000 . £000
Profit before taxation. : S 9,012 7,169
Profit multlplled by standard rate of corporatlon tax in the UK of 19% By ' 1,712 . 1,362'
(2019: 1 9%) '
Effects of: '
Capital allowances adjustments - : , _ 61 - 88
Expenses not deductible for tax purposes ' 1 2
Adjustments in respect of prior years ~ * . ‘ : ' (65) 1M1
Income niot taxable for tax purposes ) . S o (40} (54)
Temporary differences o - . 169 (91)
R&D expenditure credits ' o R 82 (3)-
Impact of change in tax rate | . ' : . 138 (16)
Total tax charge for the year’ E e 2,058 1,399
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ATLAS ELEKTRONIK UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2020

1.

12:

GOODWILL

Cost and net book value

At 30 September 2020

* At 30 September 2019

Goodwill purchased -on acquisition relates fo the écqussutidn of the trade and net assets of the

‘

Newport Winfrith " Total
£000 - £000 £000
650 20,819 21,469

650 20,819 21,469

Winfrith and Newport divisions on 1 October 2009 and 1 July 2006 respectively. These balances are
not amortised but are reviewed annually for im pairment. Projected cash flows for a five year period

expected future development.

OTHER' INTANGIBLE ASSETS

: Cost
At1 October 2019
Addltlons

At 30 Septem ber 2020

Accumulaied amortisatioﬁ :

At 1 October 2019 -

' Charge fqr the year

At 30 September 2020

Net book value
At 30 September 2020

At 30 September- 201'9

" are used to determine the value in use. The assumptuons are based on past experlence and

Software

Assets Total

‘ Under Licences
Construction v _

£000 " £000 £000

4,966 3,833 5,799

875 558 1,433

2,841 4,391 7,232

. 1,080 © 1,080

. 734 734

; 1,814 1814

2,841 2,577 5418

1,966 4719

2,753

The company does not have any capltal expendlture contracted for but not prowded for wﬂhm the

" financial statements.
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ATLAS ELEKTRONIK UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2020

13.  TANGIBLE ASSETS

, Furniture, .
Landand  Plantand fixtures and Under _
buildings  machinery  equipment construction Total
£000 £000 £000 .£000 -~ £000
Cost _ ‘ o s
At 1 October 2019 : o 9,612 1,721 : 4,770 - 1,967 18,070
Additions -z 248 489 1,168 . 2,146
Disppsals ‘ ] - - (10) - T (10)
At 30 September 2020 9,853 1,959 5,259 3,135 20,206
Accumulated depreciation.
At 1 October 2019 ‘ - 2,190 850 3,119 - - 6,159
Charge for the year : 407 342 474 - " 1,223
Eliminated on disposal " - (100 - - . (10)
At 30 September 2020 2,597 1782 3,593 - 7,372
Net book value
. At'30 September 2020 . 7,256 ' 777 . 1,666 3,135 12,834
At 30 September 2019 , 7,422 87 1,651 1,967 . 11,911

- i

The company had £900k of capital expenditure contracted for but not provided for within the financial
statements at 30 September 2020 (2019: £Nil). This was entirely in relation to the extension of its
Horizon production facility. Included in land and buildings is non-depreciable freehold land of £587k.

:1.! g
15,
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ATLAS ELEKTRONIK UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS =
'FOR THE YEAR ENDED 30 SEPTEMBER 2020 .

14,

RIGHT-OF-USE ASSETS

. Cost’

At 30 September 2019

Implementation of [FRS 16
Adjusted at 1 October 2019

Addmons
At 30 September 2020

- Accumulated deprAeciat'ionv :

At 30 September 2019
Implementatioq‘ of IFRS 16

' . Adjusted at 1 October 2019
- Charge for the year

At 30 September 2020 _

Net book vaiue

At 30 September 2020

Adjusted at 1 October 2019

At 30 September 2019

Lar_\d and - Other .
buildings equipment - Total
' £000 ~ £000 - £000
482 114 596
482 114 596
146 81 227
628 185 . 823
130 " 80 210
130 80 210
498 115 - 613 .
482" 114 596

The company does not have any capltal expendlture contracted for but not prowded Wlthln the financial

" 15,

statements
" STOCKS
Stocks

2020

£000

" 387

2019
£000

1,003

The stocks held represent available stocks of items which are not contracted but which the com pany
has either purchased or manufactured in advance of anticipated customer orders.

The difference. between purchase pnce or productlon cost of stocks and their replacement cost is

not material.
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ATLAS ELEKTRONIK UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2020

16, DEBTORS AMOUNTS FALLING DUE WITHIN ONE YEAR

2020 2019

. £000 " £000
Trade debtors T o 7308 15205
Amounts owed by group undertakings T o 1,046 353
Otherdebtors - - . 2433 . 2713
Prepayments and accrued income : S , '1,282' ' o 648'
Loan to key management - . . 49 19
" Dérivative contracts (note 21) o B 20 10

11,808 18,048
The amoun.ts‘ owed by. group undertakingé relate to intercompany trading balances and monies

_held in a cash pooling bank account. Trade balances are paid on 30 day payment terms and.the
cash pooling account is repayable upon demand. No security is provided against these balances.

17.  DEBTORS AMOUNTS FALLING DUE AFTER ONE YEAR o |
' ‘ : ’ 2020 2019

_ £000 £000
Loan to key management - ' o , ' 146« 165
Repayable over a ten year period in equal morithfy installments.
S ‘ :
18. CASH AT BANK AND N HAND. A

- 2020 2019

S o . o £000 . £000
Cashatbankandinhand . ‘ 77 . 356
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ATLAS ELEKTRONIK UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS .
FOR THE YEAR ENDED 30 SEPTEMBER 2020

19."  CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

2020 © 2019

- . -£OQO » o £000

.Trade creditors ' ‘ ’ - 3,880 - 1,748
Amounts owed to group undertakings o - 17,404 - 13,800,
Other taxation and social sécurity ' ‘ 1,324 A 1,397
Accruals ' ' ' 5,606 3,512
Derivative contracts (note 21) ' » ' 37 46
28,251 - 20,503

The amounts owed to group undertakings is made up of intercompany trading balances, corporation

tax and a working capital facility provided by ThyssenKrupp AG. No interest is charged and no

security is provided with regards to the trading balances or corporation tax. The.working capital

facility is repayable upon demand and is subject to interest calculated using a bank reference. There
" are no associated covenants with this facmty that the company are subject to.

20. CONTRACT" ASSETS AND LIABILITIES '
‘ . ‘ ~ 30 September’ 30 September

2020 \ 2019

£000 . £000
Assets recognised for costs incurred to ‘ 54,010 ' 23,148
fulfil contracts - :
Total contract-assets ' 54,010 23,148
Liabilities recognised for committed costs . '(1 9,542) © (13,170)
to fulfil contracts P : ' '
Total contract liabilities ' : . (19,542). (13,170)
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_ATLAS ELEKTRONIK UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR'THE YEAR ENDED 30 SEPTEMBER 2020

21.. FINANCIAL INSTRUMENTS'

Financial assets : : . 2020 - 2019
I £000 ' £000

Financial assets measured at fair value through profit or loss ' 20 10~
Financial assets that are debt instruments measured at . " 10,564 . 18,627
amortised cost ' ‘ v B .
' .10,584 - 18,637

Financial Liabilities ‘

- Financial Iiabilities measured at amortised cost (28,214) - (27,150)
Finanoiat liabilities measured at fair valie through profit or loss (37) E (46)
(28,251) . . (27.196)

Financial assets and liabilities measured at fair value through proflt or Ioss comprise fore|gn exchange
derivatives.

Financial assets measured at amortised cost compnse cash at bank and in hand, trade debtors,
amounts owed by group undertakmgs and other debtors.

, Financial Llabrlmes measured at amortised cost comprise trade creditors, amounts owed to
group undertakmgs and accruals.

ADerlvatrve financial mstruments

‘The company enters into forward foretgn currency contracts to mltlgate the exchange rate risk for certain
foreign currency.receivables. At 30 September 2020, the outstanding contracts all mature within 37 -
months (201 9: 37 months) of the penod end:

The forward currency contracts are measured at fair value which is determined using valuation .
- techniques that utilise observable inputs. The key assumptions used in valuing the derivatives are the
“exchange rates for the currencies involved in the hedge. The gains and losses in the fair value
adjustment attributable to the exchange risk are recognised in the income statement in line with
IFRS 9.
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ATLAS ELEKTRONIK UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 30 SEPTEMBER 2020

22, LEASE LIABILITIES
- At the year end the Company had the followmg Ilabrlrty for future lease payments. These are presented as

the aggregate gross amount of payments committed under each lease with an allowance calculated to
. exclude future interest at the applicable rate for each Iease

Gross Interest not . . Net

payments . yetincurred. . obligation
£000 £000 - £000
 Lease payments due in less than'12 month - , 220 ) (16)' C- 204
Lease paymehts.due between _1é rn'ohths and 5 years o . 310 B © o (40) a - 270
'Lease:pay‘rrrents:dué»af'ter5'yearév - : o - 198 S (Zé) | 170 -
. ToIaI lease roeymentsﬂdue: - : S | — 725 - | (84) 644
Amounts shown in current liabilties . T S A 204
Amoun't shown in Hon-current liabilities | o | ©440 -
Total Iease payrnents due ' ‘ | ‘ : A S ‘ ——647

The total cash outflow dunng the year |n relatlon to the above Ieases was £218k _

The total cash outﬂow in the year in relation to short term and low value leases was £76k
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ATLAS ELEKTRONIK UK LIMITED

NOTES TO THE FINANCIAL
STATEMENTS : :
FOR THE YEAR ENDED 30 SEPTEMBER 2020

23. DEFERRED TAX

Opening Prov‘iéion
Charged to profit and loss
Closing Provision .

Deferred tax balances have not been discounted.

‘The provision for deferred taxation is rﬁade up as follows:

Accelerated capital allowances

'24.  OTHER PROVISIONS

At 1 October 2019

Utilised
‘ Charged to brofit and loss.
Released to profit and loss

As at 30 September 2020

2020 2019
£000 £000
(1,169) ©(1,035) -
(510) (134)
(1,679) (1,169)
2020 2019
£000 £000
(1,679) (1,169)
‘ Contract ‘ Warranties Total
Losses :
£000 . £000 £000
(2.845) - (1,963) (4,808)
3,345 83 3,428
(4802)  (1,546) (6,348)
1 104 - 195
(,301) " (3,232) (7,533)

The provision for contract losses is in relation to customer contracts where it is expected that the total
costs to be incurred to complete the required works will be in excess of the contracted revenues on ‘

completion.

The warranty provisions are in relation to antndpéted costs to be incurred by the company in order to
fulfil contractual obligations with regards to rectlflcatlon and support of deliverables Wthh have

already been made to customers.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2020

25.

26.

27..

28.

29.

CALLED UP SHARE CAPITAL

o

2020 2019
£000 £000
Allotted, called up and fully paid
23,500,001 (2019: 23,500,001) Ordinary shares of £1 (2019: £1) each . - 23,500 23,500
RESERVES
Reserves to Profit and Loss Account .
" The profit and loss account represents the accumulated profits, losses and dlstrlbutlons of the
company.
CONTINGENT LIABILITIES
_The company has one Bank Guarantee which it has entered into in the normal course of its business.
The guarantee for £300k is a liability for import VAT to HM Revenue and Customs whereby the
company must provide a bank payment guarantee for the amount of £300k. The guaranteé has been
issued by HSBC Bank Plc. In this respect the company treats the guarantee contract as a contingent
liability.
-Performance bonds relatmg to product|on and financing have been entered into in the normal course
of business.
PENSION COMMITMENTS
The company operates two defined contribution pension schemes, The EADS DS UK Pension Plan
and The ATLAS ELEKTRONIK UK Pension scheme, for its directors and employees. The assets of .
the schémes are held separately from those of the company in independently administered funds.
The pension cost charge represents contrlbutlons payable by the company to the fund and amounted
C to £3,755k (2019: £3, 642k)
RELATED PARTY TRANSACTIONS
- Loan to key management: - : , 2020 2019
' ' : £000 ' £000
1 October : T ‘ ' e 183, -
Loan advanced o A . : o 188
Loan repaid _ : s ‘ , : (19) .. (5)

.30 September : , - 164 183

This is a loan made to key management in an arm’s length transactlon ltis repayable over a ten year
period. This is an unsecured Ioan on wh|ch no interést is charged.
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ATLAS ELEKTRONIK UK LIMITED -

NOTES TO THE FINANCIALSTATEMENTS..
FOR THE YEAR ENDED 30 SEPTEMBER 2020

30.

CHANGES IN ACCOUNTING POLICIES - TRANSITION TO IFRS 16

The company has adopted IFRS 16 'Leases (whlch replaces IAS 17 'Leases from 1st October
2019). : ,

The adoption of IFRS 16 'Leases’ from 1st October 2019 resulted in changes in accounting polir:ies ,
and adjustments recognised in the financial statements. The new accounting policies are set out in
note 2. In accordance with the transitional provisions in IFRS 16, comparative figures have not been
restated. o '

. On ad_option of IFRS 16, the company recognised lease liabilities in relation to leases which had .
" previously been classified as 'operating leases' under the principles of IAS 17 'Leases’. These

liabilities were measured at the present value of the remaining lease payments, discounted usingthe
lessee's incremental borrowing rate as of 1st October 2019. The weighted average lessee’s ‘

~ incremental borrowing rate applied to the lease liabilities on the 1%t of October 2019 was between
1. 37% and 4.07% depending on the lease term. :

(i) ‘ Practlcal expedrents applied

in applying IFRS 16 for the first trme the company has used the foIIowrng practlcal expednents
‘permitted by the standard:
¢ applying a single discount rate to a portfolio of leases with reasonably similar characterlstrcs
e accounting for operating leases with a remaining lease term of less than 12 months as at 1st -
October 2019 as short- term leases;
s using experience in determining the lease term where the contract contains optlons to extend or.
terminate the lease : o

The company has also elected not to reassess whether a contract is or contains a lease at the date .
of initial application. Instead, for contracts entered into before the transition date the company relied

. on its assessment made applying IAS 17 and Interpretatron 4 Determlnlng whether an Arrangement

contains a Lease

(ii) _ Measurement of lease liabilities
' S 2019
£'000
- Operating lease commitments disclosed as at 30 September 2019 . _ - .813 _
Discounted. using the lessee’s incremental bor’rc)wing rate at date of initial application (144)
‘Lee: short-term leases not recognised as a liability _ o : (73)
Lease liability. recognised as a liability . ' | : ' 596

(iii) . Adjustments recognized in the balance-sheet on 1 October 2019 4
The change in acecounting polrcy affected the followrng ltems in the balance sheet on 1st October
2019:

* Right of use assets - Increased by £596,000
¢ Lease liabilities = Increased by £596,000

There was no.impact on retained earnings on 1 October 2019
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FOR THE YEAR ENDED 30 SEPTEMBER 2020 -

31.

32,

U_I,.TIMATE PARENT UNDERTAKING AND CONTRQLLING PARTY

The company's immediate parent is ATLAS ELEKTRONIK UK (Holdings) Limifed registered in
England, the financial statements of which can be obtained from Dorset Innovatlon Park Wmfrlth
Newburgh, Dorchester DT28ZB- :

In the directors' opinion, at the Balance Sheet date, the company's ultimate parent undertaking
and controlling party is ThyssenKrupp AG (100% shareholding), which was incorporated in.
Germany. Copies of the consolidated financial statements are available from ThyssenKrupp, Allee -
1, Postfach 45063 45143 Essen, Germany.

POST BALANCE SHEET EVENTS
Following the COVID-19 pandemic in 2020 measures taken by various governments to contam the - -

virus have affected economic activity. We have taken a number of actions to monitor and mitigate the -

effects of COVID-19, such as health and safety measures for our people (such as social distancing
and working from home) and working with our supply chain to ensure minirhal |mpact on our
operations. .

'

_Having weathered over a year, the impact on our business and results has been insignificant and ‘

based on our experience to date we expect this to remain the case. As we operate in the defence

- industry we have not experienced any decrease in demand for our products or services and expect

this to continue in the immediate term. We will continue to follow the various government policies and

-advice and, in paraliel, we will do our utmost to continue our operations in the best and safest way

possible. w1thout jeopardlsmg the health of our people )
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